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Foreword 


The Canada Pension Plan (CPP) Advisory Board is a 
statutory body whose members are private citizens 
appointed to represent employees, employers, 
self-employed persons and the public. Its role is to 
review the operation of the Canada Pension Plan, the 
adequacy of coverage and benefits payable thereunder 
and the state of the Canada Pension Plan Investment 
Fund. 


At the Spring 1991, meeting of the Canada Pension 
Plan Advisory Board a number of members expressed 
concern that some benefits under the Plan remain 
unknown to potential beneficiaries and that some 
groups in society continue to perpetuate myths about 
the structure and functioning of the Plan itself. A 
study was therefore undertaken to further the work 
begun in the Board’s 1989 report entitled The Level of 
Pension Awareness in Canada by examining the 
effectiveness of the Canada Pension Plan 
communications efforts and to propose strategies to 
improve public awareness of the financing of the CPP 
and the credit and benefit splitting provision of the 
Canada Pension Plan. 


> 


The conclusions drawn in this report confirm that 
although a sensible and balanced approach has been 
taken toward CPP financing, sensational claims about 
the Plan’s soundness have led to misunderstandings. 
The Committee recommended that an overall 
communications strategy be developed to include 
ongoing contact with a variety of professional groups 
with interests in the financial sector and areas for 
improving the public education and communications 
programs have been identified. The recommendations 
are realistic and timely and will undoubtedly assist 
the Administration in improving its long-term 
communications strategy. 


Iam pleased, therefore, to release to the public the 
report on Extending the Level of Pension Awareness in 
Canada. 


Sin ae 


Minister 
Human Resources and Labour Canada 
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Introduction 


In 1989 the Committee on the Level of Pension 
Awareness submitted to the CPP Advisory Board a 
report on the general level of pension awareness in 
Canada. The report concluded that knowledge of both 
the public pension system and the benefits provided 
by private plans was very low and that a number of 
measures should be taken to improve public 
knowledge of Canada’s retirement system. In 
particular, it was proposed that advantage be taken of 
the CPP’s 25th anniversary to highlight the benefit 
provisions of the Plan. As well, it was suggested that 
efforts be made to establish a retirement information 
system and to communicate with young people 
entering the work force concerning the benefits |. 
available to them under the Canada Pension Plan. 


At its May 1991 meeting the Advisory Board 
expressed concern that little was being done to 
celebrate the 25th anniversary, that some benefits 
available under the Plan remain unknown to, and 
unused by, the major intended beneficiaries, and that 
some groups in society continue to perpetuate myths 
about the structure and functioning of the Plan itself. 


The Board therefore decided to reconstitute the 
Committee on Pension Awareness to examine and 
report on the current communication problems of the 
Plan. Two former members of the Committee were 
available to continue service on this Committee, 
Geraldine Gilliss, as chairperson, and William 
Crawford. Appointed to the Committee as well were 
Starr Dashwood and Ross Stinson. 


The Committee met twice, in June and October 1991. 


Public Education as a Major Element of 
Social Security Programs 


In 1983 the International Labour Office brought 
together a panel of international experts to discuss 
current trends and problems in the development of 
social security systems. Among the comments made 
by this group and published in its 1984 report were 
the following: 


Social security has grown to a vast size 
without developing an adequate public 
information and public educational service 
commensurate with its magnitude. While 
large firms spend lavishly to inform the public 
about their activities and to build up their 
image, social security spends relatively little. 
Moreover, the message it has to convey is far 
more complex... 


Thus, social security has grown to a vast size 
in a fog of public ignorance about it. 
(ILO, 1984, p. 74-75) 


The ILO report also suggests that social security 
carries with it an obligation to ensure that all 
individuals entitled to benefits are informed of their 
rights: 


Of special importance is the extent to which 
rights which are legally available are actually 
used. However small the minority who do not 
receive what they are entitled to receive, the 
reasons for this failure need to be known and 
corrective action taken... Rights which for any 
reason are not effectively exercised are paper 
rights — a failure for which social security 
institutions should take responsibility. 

(ILO, 1984, p. 75-76) 


These words suggest that there must be constant 
vigilance to ensure that communications structures 
are in place which seek to maintain and improve 
public knowledge of the Canada Pension Plan, as well 
as ensure that potential beneficiaries are informed as 
to their rights. Enhanced understanding of the CPP 
should lead to a reduction in the number of problems 
requiring legal action and, in consequence, a saving of 
time, effort and money by individuals, professional 
advisors and departmental officials. For a number of 
reasons, therefore, the national commitment to social 
security programs should contain within it a strong 
commitment to appropriate communications. 


How Well Is the Canada Pension Plan 
Carrying Out Its Communications Obligation? 


In its previous report, the Committee pointed out that 
extensive work has been carried out by Health and 
Welfare in the communications field, much of it 
directed to targeted audiences. Nevertheless, problems 
remain. One persistent problem is the failure of 
professionals in the financial sector to become well 
informed about the financial structures suitable to a 
public pension plan. As well, take-up rates for some 
benefits available under the Plan remain unduly low. 
For example, only 5% of estimated eligible persons 
have taken advantage of credit splitting. There are also 


...1t may be said that the... system is 
actuarially sound if it is in actuarial balance — 
that is, if future contribution income plus 
future interest receipts will support the outgo 
for benefits and administrative expenses over 
the long-run. 

(Clark, 1960, Vol. I. p. 50) 


The matter of CPP financing was reviewed by an 
Ontario Royal Commission in 1980 and the following 
conclusions reached: 


various groups within Canadian society who remain 
difficult to reach because of language or literacy 
problems and to whom there is a special obligation to 
make certain that social security benefits are made 
known and used. Two of the communication problems 
are described in more detail below. 


Misunderstandings about the 
Financial Structure 


From time to time concerns are raised about the 
financial structure of the Plan and the rising 
contribution rate. While it is entirely appropriate that 
a universal government-operated plan should be 
financed essentially through a pay-as-you-go system, 
complaints of inadequate funding place the Plan in an 
unfortunate situation. It can be clearly documented 
that financial concerns received considerable 
attention prior to initiation of the Plan, that advice on 
social security funding was obtained from other 
countries, that capital markets could not possibly 
absorb the investment money that would become 
available through a fully funded CPP (estimated to be 
in the trillions of dollars), that long-range measures 
are in place to ensure that contribution rates are 
appropriate and that a reserve fund is available. The 
following quotations, from studies undertaken at 
various times, illustrate these points. For example, 
Robert Myers, the Chief Actuary for the American Old 
Age Insurance Program, was quoted as follows in a 
1960 Canadian report: 


Having considered all the arguments, the 
Commission is not convinced that a case has 
been established for moving to the full 
funding of the Canada Pension Plan. There are 
a number of difficulties with the theory that 
pay-as-you-go social retirement income plans 
depress savings; but even accepting the 
validity of the theory the practical difficulties 
of full funding are extremely serious. 


First, full funding would require such a large 
and almost immediate increase in the 
contribution rate that the existing relationship 
between government and private provision of 
retirement income would be badly dislocated... 


Second, full funding would create such a large 
pool of assets, even in the next twenty years, 
that it is impossible to forecast what effect the 
investment of these funds would have on 
capital markets... 


Third, to invest the funds either through 
government or private financial intermediaries 
still creates the problem of the exercise of the 
power which goes with ownership of assets on 
such a vast scale. 
(Royal Commission on the 
Status of Pensions in Ontario, 
1980, Vol. 5, p. 101-102) 


The investment of the reserve fund has also been 
considered on a number of occasions and the practice 
of lending to the provinces questioned. In each case 
the practice has been confirmed, since it is cost- 
effective (in that it does not require hiring a battery of 
investment specialists) and because it leaves the 
capital markets more available for private investors. 


Although it has been consistently confirmed over the 
years that a sensible and balanced approach has been 
taken toward CPP financing, certain "experts" are from 
time to time able to attract attention from the media 
by making sensational claims about the Plan’s 
soundness. Even where the media’s overall treatment 
of the issue is balanced, the more sensational point of 
view may remain in people’s minds. This factor tends 
to make the communication problem in this area 
particularly treacherous, since attempts to initiate a 
public education program on this topic might well 
raise suspicion and tend to perpetuate the very myth 
which they intend to dispel. 


In considering this particular problem, the Committee 
was of the opinion that a low-key and informal 
approach might work best. For example, the 
Department might maintain a collection of selected 
readings on social security funding which could be 
made available to interested individuals on request. A 
leaflet could be developed which explains the funding 
mechanisms, outlines briefly the reasons for its 
choice, and invites interested individuals to request 
more detailed information. The leaflet could, in 
particular, be sent to individuals who make ill- 
informed public statements about the CPP. Special 
efforts could be made by departmental officials to 
establish ongoing contact with a wide variety of 
professional groups with interests in the financial 
sector, perhaps with a view to ensuring that 
appropriate information about the CPP is included 
within their programs for professional designation, 
and that balanced articles about the CPP are from time 
to time included in their professional journals. As 
well, there may be some scope for increasing the 
interest of some of the university faculties and profes- 
sional schools in incorporating some information on 
social security in their curricula. A possible partner in 
this endeavour could be the International Foundation 
of Employee Benefit Plans, which includes within the 
ten courses leading to the designation CEBS (Certified 
Employee Benefit Specialist) one course on 
government-sponsored benefit programs. 


Consideration could also be given to developing a 
short statement which could be used by all those 
associated with the Plan — ministers, officials, board 
members — when the topic of CPP funding is raised 


with them. It might be noted that the document 
prepared in 1985, entitled The Canada Pension Plan: 
Keeping It Financially Healthy, is most commendable 
for the manner in which it addresses these issues. It 
exemplifies the kind of information that might well be 
updated periodically and made available to those who 
are interested in the topic. 


Credit Splitting 


The low take-up rate of the provision for credit 
splitting on the part of divorced or separated spouses 
raises a communications problem of an entirely 
different nature. Although efforts have been made to 
ensure that credit splitting is mandatory, it is not yet 
possible to ensure that it be done automatically. That 
is to say, Health and Welfare does not automatically 
receive information on divorces and separations, and 
hence has no basis other than individual requests on 
which to proceed to split spousal credits. A further 
difficulty is that many of those entitled to this benefit 
are not themselves contributors to the CPP, but are the 
spouses of contributors. Accordingly, if they do not 
seek legal counsel, or if the lawyer does not inform 
them of the credit-splitting right, there is very little 
likelihood that they will learn of it. 


Discussion with departmental officials indicated that 
it was considered desirable, insofar as it was possible, 
to shift the responsibility for credit splitting from the 
individual to government. It was felt that in the case 
of divorce, this might be possible, since a Central 
Divorce Registry is maintained at the Department of 
Justice. Discussions with the Department of Justice 
have commenced. However, cooperation with 
provincial authorities in provision of appropriate 
information may be required. Privacy rights will also 
have to be considered. The situation in regard to 
separated couples, whether or not a legal marriage 
was involved, is even more complicated, since there is 
no way for Health and Welfare to be informed except 
by application. 


The Committee felt that while present efforts to deal 
with the situation should be encouraged, it would be 
worthwhile to explore other means of promoting 
greater public knowledge of credit splitting. In parti- 
cular, it was suggested that efforts be made to ensure 
that information on CPP benefits is included in the 
initial and continuing education programs of various 
professionals, such as lawyers and social workers. 


The Committee was also of the opinion that in this 
case, there was a need to establish the right to credit 
splitting as "common knowledge" on the part of 
society. It was felt that any strategy to do this must 


involve more effort to inform young people leaving 
school about their entitlements under the Plan. As 
well, efforts should be made to have information 
about this particular benefit included in popular 
magazines, such as Chatelaine, Canadian Living and 
Homemaker. The Committee also wondered what 
characteristics, if any, were shared by those who knew 
of the benefit and applied for it. They suggested that a 
study be made of this group. The Committee also felt 
that until such time as credit splitting becomes 
common knowledge, frequent attempts need to be 
made to inform those who might be affected through 
programs such as inserts with other documents 
mailed out by government. Where language and 
literacy problems are involved, they suggested that 
efforts to communicate through ethnic publications 
and non-print methods be continued. 


Cutbacks Instead of Progress 


Problems of the nature described above would suggest 
that plans ought to be in place to monitor and 
improve the public education and communications 
programs of the Canada Pension Plan. Unfortunately, 
recent information from departmental officials 
indicates that not only are there no plans for a major 
extension of these programs, but also plans that had 
been formulated have had to be abandoned because 
budget cuts similar to those applied to other 
departments of government have also been applied to 
the CPP communications program. This is most 
unfortunate, since the administration of the Plan, 
including the communications program, is accounted 
for within the contribution rates set for the Plan, and 
is not charged against the general revenues of 
government. There is no financial reason to delay or 
reduce the communications program. 


Examples of recent cutbacks in the communications 
program include the following: 


Funding for the 25th anniversary of the CPP 
was cut from $250,000 to $40,000. As a result, 
little is being done apart from encouraging 
people in local offices to obtain some local 
publicity — e.g., by appearing on open-line 
shows. 


Failure to enter into agreement with Revenue 
Canada to include a CPP information request 
card in the income tax return because of cost 
(1.5 million). 


Failure to develop resources to respond to 
requests for information about various aspects 
of the CPP. (Successful communication results 
in increased individual inquiries). 


Failure to enter joint publication projects with 
agencies such as CLHIA (Canadian Life and 
Health Insurance Association). 


Failure to develop a retirement planning and 
counselling system in partnership with 
private sector financial counsellors. 


Permission to develop an overall 
Communications Strategy to address in a 
broad manner the total array of 
communications problems facing the CPP 
refused because of cost ($150,000 for outside 
consultants plus cost of public opinion 
surveys). 


From these examples it may be concluded that 
political considerations are being allowed to override 
the obligations of the CPP to carry out a function 
which is necessary, important to the well-being of the 
population, and for which appropriate funding is 
available. This is a particularly surprising decision for 
government to make, considering that in recent years 
a much heavier duty of disclosure has been imposed 
on private pension plans by the introduction or 
amendment of the pension benefits acts. As well, 
lack of communication leads to increased costs for 
both society and individuals when claim settlement 
(for example on marriage breakdown) leads to 
prolonged or unnecessary court action. And finally, 
failure to develop a communications strategy which 
ensures that all reasonable efforts are being made to 
inform members of their rights and entitlements may 
leave the Minister and the Department vulnerable to 
suits by affected parties. In effect, reduced 
communication may be false economy. 


Directions for the Future 


Descriptions of the rather piecemeal approach to 
communications now in effect, combined with the 
impact of repeated cutbacks, convinced the 
Committee that priority should be given within the 
Department to the development of an overall 
communications strategy. Public education is an 
ongoing activity of the Plan and one that is never 
completed. There should therefore be a broadly based, 
long-range plan to ensure that efforts are constantly 
being made to reach the appropriate audiences with 
the appropriate messages. 


A number of examples were given of matters that 
might be included within an overall communications 
strategy: 


Role of the Minister of National Health and 
Welfare, and perhaps of the Minister of State 
for Seniors. 


Role of departmental officials in presenting 
information on the financial structure of the 
CPP in a formal manner to professional groups 
in the financial field. 
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Role of social security experts in presenting to 
the general public a balanced view of CPP 
funding and investment. 


Targeting of specific groups who need specific 
kinds of information. 


Identification of resources needed to respond 
to requests for information on any aspect of 
the GPP. 


Identification of natural partners to help in 
ensuring that relevant information on the CPP 
reaches appropriate individuals (e.g., 
personnel officers, lawyers, insurance agents, 
social workers etc.) 


Methods of identifying effectiveness of CPP 
communication efforts. 


Recommendations 


Communications Strategy 


1. THAT public education be recognized as an 
ongoing responsibility of the Plan which is ultimately 
cost-effective for individuals and society and which 
has been accounted for in the financial arrangements 
of the Plan. 


2. THAT an overall Communications Strategy be 
developed to explore the range of communication that 
should take place on an ongoing basis as well as 
identify areas and target audiences for special 
communications efforts to be undertaken from time to 
time. 


3. THAT provision be made within the 
Communications Strategy for conduct of periodic 
public awareness surveys. 


4. THAT the Communications Strategy include 
provision for development of the resources needed to 
respond to inquiries that result from successful 
communication. 


25th Anniversary of the CPP 


5. THAT concern be expressed to the Minister and 
the Department regarding the failure to profile the 
25th anniversary of the CPP. 


Role of Government Ministers 


6. THAT the Minister of State for Seniors be 
enlisted as a joint spokesperson for the Canada 
Pension Plan. 


Relationships with the Private Sector 


7. THAT formal contact be maintained with a wide 
variety of associations made up of individuals who 
may be interested in the financial structure of the CPP 
and/or may act as counsellors to potential 
beneficiaries. 
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8. THAT a specific plan for establishing and 
maintaining these contacts be established. 


9. THAT an annual report be provided to the 
Advisory Board concerning the groups approached 
and the nature of the contacts established. 


10. THAT further efforts be made to develop 
partnerships with various associations for the purpose 
of developing broader knowledge of the CPP and its 
benefits. 


11. THAT a checklist of benefits from the CPP and 
possibly other public benefit plans be prepared for use 
by professional advisors in counselling clients. (For 
example, lawyers and personnel officers in the case of 
divorce, CLHIA members in the case of survivor 
benefits, physicians in the case of disability). 


12. THAT speakers/writers outside government who 
can make balanced presentations on the CPP be 
identified and encouraged to speak/write for 
publications available to both specialized audiences 
and the general public. 


Professional Education 


13. THAT a survey of training programs (both initial 
and continuing) for professionals be undertaken to 
determine if appropriate information on the CPP is 
included. (Professional groups would include, for 
example, lawyers, health care workers, accountants, 
social workers, family counsellors, insurance agents 
and personnel managers.) 


14. THAT efforts be made to ensure that appropriate 
information on the CPP is included in those programs 
where it is not currently included. 


15. THAT human resources be made available to 
assist in developing training materials and presenting 
information programs to professional groups. 


Credit Splitting 


16. THAT further efforts to obtain information on 
which automatic credit splitting could be encouraged 
(for example, discussions with the Department of 
Justice and provincial government representatives 
regarding cooperation in providing requisite 
information to Health and Welfare.) 


17. THAT getting information to young people about 
the CPP and the availability of such benefits as credit 
splitting be stressed. 


18. THAT a study be conducted to determine the 
profile of individuals who do and do not take 
advantage of credit splitting. 


19. THAT information on contributor statement be 
included with other mailout programs (e.g., the 
contributor information program, family allowances, 
income tax forms, etc.). 


Financial Structure 


20. THAT efforts be made to develop a more broadly 
shared understanding of the CPP’s financial structure. 


21. THAT a short formal statement be developed, for 
the use of Board members and others concerning the 
funding and investment policy of the CPP, to contain 
the following information: 


What is the CPP? 

The Canada Pension Plan was established in 1966 to 
provide workers and their families with income when 
they retire, die or become disabled. Workers and their 
employers finance the CPP through contributions 
based on earnings. Today the Plan operates in all 


provinces except Quebec which has a similar program. 


What are the chief benefits of the CPP? 

The money paid into the Plan ensures future financial 
protection for contributors and their families. Benefits 
include: 


@ retirement benefits, 
@ survivor benefits, 
m disability benefits, 


@ benefits for children of contributors with 
disabilities, 


@ orphan’s benefit, and 


@ a lump sum death benefit. 
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Who pays for the CPP? 

Every employed or self-employed person working in 
Canada, outside the Province of Quebec, pays into the 
Plan. The amount each contributes to the Plan is 
directly related to his/her employment earnings. 
Employers also contribute to the Plan in amounts 
equal to that of their employees. 


How is the CPP funded? 

The Plan is funded entirely by contributions as well 
as the earnings of the investments of the Canada 
Pension Plan Investment Fund. A 25-year schedule of 
contribution rates has been established in the 
legislation, to be reviewed at least every five years by 
federal and provincial Ministers of Finance. This 
review will examine the experience of the Plan with a 
view to keeping a minimum contingency fund equal 
to 2 years’ benefits. 


Why was this funding method chosen? 

Like the social insurance schemes of other countries, 
the CPP is financed on a pay-as-you-go basis. This 
method of funding means that each working age 
generation pays for the pensions of the previous 
generations. Now, we are paying for the pensions of 
our parents and grandparents. If the CPP were to have 
been pre-funded as are private plans, it would not 
have been able to pay out benefits early in its 
operation. For example, those who contributed to the 
CPP during the first 10 years of the Plan’s existence 
qualified for partial benefits. 


The social security schemes of other countries are all 
funded on a pay-as-you-go basis, since social security 
plans have the backing of a country’s entire resources. 
Company pension plans, on the other hand, naturally 
must be pre-funded to ensure that promised benefits 
will not be affected by a company going bankrupt or 
winding up its pension plan. 


Why is the reserve fund invested in 

provincial bonds? 

Legal jurisdiction for pensions is shared by both the 
federal and provincial governments. Surplus funds 
from the CPP are loaned to the provinces in 
proportion to the contributions from each province. 
Over the years, provinces have been charged slightly 
lower than market rates. This has not affected the long 
range financing of the Plan in any appreciable way. 
The interest rates are set each month at the same rate 
at which the federal government borrows money. Over 
the past twenty-five years, the rates varied between 
5.3% and 17.5%. The last money loaned to the 
Provinces was in July 1991, at the rate of 10.04%. 


What factors determine the CPP contribution rate? How is the funding of the CPP governed? 

Factors determining the CPP contribution rate include: To ensure that the financing arrangements are sound, 
the federal, provincial and territorial governments 
established a 25-year schedule of contribution rates. 
This schedule must be reviewed every five years to 
determine the need for adjustments and to add a 
further five years to the schedule. The first such 
review took place in January 1991. Legislation is 
expected to pass in January to raise the contribution 
rates to ensure adequate financing of the Plan. 


Declining Birth Rate — the number of working 
Canadians contributing to the Plan vs the 
number of Canadians receiving benefits. 
Canada’s birth rate is declining at the same 
time as the baby boom generation is aging. In 
50 years, there will likely be only three 
working Canadians to support each person 
receiving CPP benefits. 


Full Benefits — the Plan, created 25 years ago Summary 

is now maturing. This means that an The Plan is sound. Contribution rates are increasing to 
increasing number of people are beginning to ensure that the CPP is able to meet its future 

receive full benefits. Those retiring during the commitments. A mechanism is in place so that every 
first 10 years of the Plan have received partial five years the 25-year schedule of contributions is 
benefits. reviewed and adjusted as needed to continue to 
ee ree eethenanmibe mopconmbulor provide this important income security programs for 


who have opted for early retirement have Canadians. 


increased benefits paid out while reducing 
contributions. 


Increased Benefit Rates — enrichment of 
benefits through such things as enhancing the 
disability benefit rate in 1987; and 


Economic Trends — for example, increased 
unemployment and lower wages cause lower 
contributions to the fund. 
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